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1949 1948 

April March February April 
2,060 2,051 2,045 1,938 
66,238 67,518 65,325 70,262 
131,360 131,304 131,272 134,297 
132,098 132,065 131,863 134,546 
198,335 199,582 197,188 204,808 
1,440 1,431 1,429 1,398 
910 910 912 902 
1,242 1,236 1,236 1,221 
70.5 72.0 69.9 78.0 
42.25 43.09 42.35 46.81 
32.15 32.92 31.94 36.25 
100.56 100.58 100.45 100.19 
178 178 112 95 
302 218 201 215 
0.46 0.32 0.31 0.31 
480 396 313 310 
951 955 938 914 
2,761 2,771 2,761 2,706 
626 530 527 572 
68 64 58 66 

542 551 565 614 
19,314 21,136 17,180 34,613 
0.94 1.03 0.84 1.79 
858 845 838 1,442 
24,807 22,078 43,765 

625,375 601,289 1,217,930 
66,839 67,820 63,661 114,479 
051 .052 .048 .085 
2,971 2,713 3,105 4,770 
75,821 66,056 125,834 

52,359 49,038 81,942 

3 5 7 4 
43,500 40,667 44,250 50,000 
5/13/49 4/14/49 3/15/49 5/14/48 
1,498 1,344 1,326 


























A—Based on issues listed at the end of each month; such issues 
and/or their amounts vary from month to month. 


B—Adjusted for split-ups, split-downs, and stock dividends but 
NOT for new listings or suspensions. 





D—Based on ledger dates. 


C—Reported only by member firms which carry margin accounts. 
Excludes accounts carried for member firms 
members of national securities exchanges and for general 
partners of such firms. 
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jbo New York Stock Exchange has 
long campaigned to persuade Ameri- 
can corporations to make public more 
information about their finan- 
cial condition. The campaign 
has been so successful that to- 
day the Exchange requires all 
listed companies to make public 
annual balance sheets which 
have been audited by independ- 
ent certified public accountants, 
The result is material of funda- 
mental worth to investors in 
studying corporate values. 

Making the balance sheet tell its story 
is not too difficult a task. Six easily ap- 
plied tests, involving only simple arith- 
metic and requiring no knowledge of 
accounting, will give a lot of information 
about the financial strength of a company. 

On this page is presented a skeleton 
balance sheet of an imaginary manufac- 
turing company. What do these figures 
tell us? 

“Very little.” the cynic will say, “be- 
cause the liabilities and the assets always 
balance no matter how poorly the com- 
pany is managed. Anyway,” he may add, 
“half the items on the balance sheet are 
purely arbitrary.” 

It is true that assets and liabilities al- 
ways balance and it is also true that some 
of the figures are arbitrary. But the in- 
vestor can learn a great 
deal from the balance sheet 
just the same, if he will 
only do a minor job of dis- 
secting. Let’s dissect our 
sample balance sheet and 
see what it reveals. 

In the first place it 
should be helpful to have in 
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mind the kind of situation we are dealing 
with. The “asset” column gives us all of 
the things that are owned by the com- 


pany, plus everything that is 
owed to the corporation by 
someone else. On the “liability” 
side of the balance sheet are 
listed all of the debts owed by 
the company. But, because the 
debts of a solvent company 
never equal its assets, the lia- 
bility side would be smaller 
than the asset side if something 
werent added. The difference 
between the value of the things in the 


asset column and the debts listed on the 


liability side is the “net worth” of the 
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BUYER 


By Luttrell Maclin 


company. The net worth is shown on the 
liability side as “reserves,” “surplus” and 
the stated value of the “capital stock.” 

Some of the things listed as assets are 
easily measured and have very definite 
value. Other things do not have a precise 
dollar value because it is impossible to tell 
just what they would bring in cash if they 
were put on the market for sale. In our 
analysis we shall separate these asset items 
that have a precise 
them with items on the liability side that 
represent real indebtedness. We'll soon see 
that these items do not balance at all. 
How much they are out of balance will tell 


value and compare 


us a lot about the strength of our 
company. 





CURRENT ASSETS: 
Cash & Government Bonds . 
Accounts Receivable . 
Inventory 


PLANT & EQUIPMENT: 
Cost . 
Depreciation 
OTHER ASSETS 
PATENTS & GOODWILL 


CURRENT LIABILITIES 

BonpDs : 
CAPITAL STOCK / 1 000.000 lead : 
RESERVES ; 

SurpLus (Earned) 


TOTAL 





ToTAL CURRENT ASSETS 


ToTaL AssETS 


LIABILITIES 


LIABILITIES 


ASSETS 


$1,500,000 
500,000 
1,000,000 
$6.000.000 


$6,000,000 
—2.500,000 $3.500.000 
400,000 


100.000 
$10.000.000 


$1.500.000 
2.000.000 
5.000.000 
500.000 
1.000.000 
$10.000.000 









































































The first item on our balance sheet is 


“cash and government bonds.” Certainly 
there is no doubt about the value of this 
item. (We have combined cash and gov- 
ernment bonds in our sample balance 
sheet for simplicity, but they are often 
wiven separately. In fact. our whole bal- 
ance sheet is very condensed. 
Each of the items we give are 
often broken down into a whole 
list of components. The main 
tools of balance sheet analysis. 
however. do not require any 
more breakdown than we have 
\ considerable knowl- 
edge of accounting is necessary 
detailed 


Furthermore. the average investor 


shown. 
to analyze a balance 
sheet. 
in common stock does not need these ad- 
ditional details to learn from the balance 
sheet the main things he wants to know.) 


Make Up of Current Assets 

After cash and government bonds the 
next current asset item is “accounts re- 
ceivable.” which in plain English are sim- 
ply money owed to the company by people 
but have not 


vet paid their bills. The value of the raw 


who have bought from it. 


materials. semi-manufactured and manu- 
factured products are also considered cur- 
rent assets because these things usually 
market. 
are carried at 


have a fairly ready On our bal- 


ance sheet “inventories” 
$4,000,000, 


receivable and inventory makes up “total 


The total of cash, accounts 


current assets.” 

One of the most important tests of the 
financial health of a company is the rela- 
tionship that exists between total current 
assets and total “current liabilities.” Cur- 
rent liabilities. which appear in the lower 
part of our balance sheet are the debts 
which the company owes and which must 
be paid within the reasonably near future, 
such as unpaid bills for material pur- 
chased. accrued wages, taxes, etc. 

Total current assets less total current 
liabilities (in our example $6,000,000 
minus $1.500.000) gives us net current 
assets or working Net 
assets of an industrial company, generally 
speaking. should at least equal total cur- 
In other 


capital. current 


rent liabilities. 
words. current assets 
should be at least twice as 
large as current liabilities. 
This. however. is a very 
coarse rule of thumb. The 
best way to test the ade- 
quacy of net current as- 
piven com- 
the 


sets of any 


pany is to reduce 


FIXED ASSETS 





ACCOUNTS 
RECEIVABLE 


figure to a ratio which will inake it easy 
to compare different companies within 
the 
statistics of one company over a period of 


the same industry or to compare 


vears. If you divide current assets by 
current liabilities you will get what is 
called “the current ratio.” The current 
ratio of our sample company 
($6,000,000 divided by $1.500- 
OOO) 


factory current ratio for most 


is 4. This is a very satis- 


types of industrial companies. 
the current 
ratio of typical chemical com- 


In recent years 
panies has run around 3, steel 
companies in the neighborhood 
of 314, and tobacco companies 
have averaged somewhat over 4. 

In deciding whether the company you 
are interested in has an adequate current 
ratio. it is wise to compare it with current 
ratios of similar companies. If the cur- 
rent ratio is small in comparison with the 
current ratio of other companies in the 
industry. it is a warning signal that 
should not be ignored by the investor. 

\nalysts believe that “net quick assets” 


an 


of an industrial company are 
also an important measure of 
its financial health. Net quick 
assets are found by subtracting 
current liabilities from cash and 
accounts receivable. In our 
sample company. cash and ac- 
receivable totaled $2,- 
000.000, so net quick assets 
would be $500,000. 


eral rule is that total current assets less 


counts 
The gen- 


inventories should always be equal to 
current liabilities. In the case of our sam- 
ple company we have an excess of $500.- 
000 which would indicate that the com- 
pany is in a sound current financial 
position. 

(nother measure of the company’s 
strength is found by comparing net cur- 
rent with the total amount of 


bonded debt of the company (if our com- 


assets 


had preferred stock outstanding. 
preferred stock would also be added to 
the bonded debt). 
of our 


pany 


The net current assets 
company, as we saw before, 
$4,500.000. The bonded 
debt of our company (second item on the 
liability side) is $2,000,000. It is there- 
fore immediately apparent that net cur- 


amounted to 


rent assets are substantially larger than 
the bonded debt of this company. which 
is generally desirable. 

Another measure often used by experi- 
enced investors is the net book value of 
the the 
value of the securities calculated from the 


securities. Tis simply means 


DEPRECIATION 


figures given on the balance sheet. What 
we are really seeking to determine is the 
value of the tangible assets behind each 
type of security. Patents and goodwill, 
the last item in the asset column. do not 
represent tangible assets. so the first thing 
we would do is subtract this figure from 
total assets. 

Also, before we can find the book value 
of the bonds, we must deduct total cur- 
rent liabilities. This would leave us a 
total of $8,400,000 as the tangible value 
behind the bonds. If each bond is worth 
$1.000. there must be 2.000 bonds out- 
standing. Eight million, four hundred 
thousand dollars divided by 2,000 gives us 
the net book value of the bonds, which 
works out to be $4.200. Ordinarily this 
would seem to be very adequate backing 
for bonds. 

The book value of our common stock 
is worked out in just the same way. but 
because the liability on the bonds must be 
met before anything is available to back 
up the common stock we must subtract 
the $2,000,000 face value of bonds from 
the adjusted assets figure. This would 

leave us $6.400.000 as the tang- 
ible assets behind the common 
stock. 1.000.000 
shares of stock 
standing. the book value of the 
stock would be $6.40. 


As there are 


common out- 


It should be emphasized, 
however. that the book value of 
the common. stock bears no 


necessary 
market price. 


relationship to the 
If the year-by-year book 
value of a common stock is rising, it may 
well be an indicator of growing corporate 
health. While on the other hand, if year- 
by-year book values are declining. it 
should serve as a warning to the investor 
that the company should be carefully 
investigated to find out why the decline 
in book value is taking place. The book 
value of an industrial common stock by 
itself is, however, generally meaningless. 


Property Valuation 


You notice that in determining the 
book value of the bonds and stocks we 
added in the value of “plant and equip- 
ment.” which appears on the asset side 
of the balance sheet. One that 
book value alone is not an adequate mea- 


reason 


sure of the value of a company’s securi- 
ties is the difficulty of determining the 
real value of the plant and equipment. 
You notice that the company paid 
$6,000,000 for its property. If the property 
was bought during a depression, all of 


(Continued on page 8) 





a i 








Vhat 
s the 
each 
twill, 
» not 
thing 
from 


value 
| cur- 
us a 
value 
worth 
; out- 
ndred 
ves us 
which 
y this 
cking 


stock 
y. but 
ust be 
back 
btract 
from 
would 
 tang- 
mmon 
0.000 
< out- 
of the 


asized. 
ilue of 
rs no 
‘to the 
; book 
it may 
porate 
f year- 
ing, it 
ivestor 
refully 
decline 
e book 
ock by 


ingless. 


ng the 
cks we 
equip- 
et side 
on that 
te mea- 
securi- 
ing the 
|ipment. 
y paid 
oroperty 


all of 





Bond *® 
Market 


Stable to Firm 
Underlying Trend 


By M. S. THOMAS 


i les BOND MARKET since the end 
of the war has persistently revealed 
the unusual phenomenon of wide, swiftly 
flowing currents of supply and demand 
controlled and guided by the powers of 
the United States Treasury. To scan the 
bond outlook, a review of events seems 
apropos. 
Vast 


through 


credit 
money 


tides of again surged 
the L948. 
Consumer credit advanced sharply and 
reached a new high peak of $15.893,000,- 
000, a gain of $2.469,000.000 during the 
year. and double the 1939 level. The “new 


Issue 


markets in 


market also was active, although 
the total placements did not equal the 
volume in the few years ending in 1929, 
the previous period of high volume se- 
curity sales. Comparisons are here pre- 


sented: 


ToTAL SECURITIES ISSUED 
( Billions of dollars) 


WIZE os B hee 1946 . $6.7 
1928 . 7.8 1947 6.5 
1929 . 10.0 19468... Ge 


\pproximately 40 per cent of new offer- 
ings were placed through private channels 
in 1948 as against 34 per cent in 1047. 
While these private placements were con- 
crete factors in the total flow of credit. 


they diminished the normal activities of ' 


the underwriting fraternity. Declines in 
the stock market in 1946, and the subse- 
quent listless drift, shrunk the market for 


stock issues. In the 


meantime, a very 
strong institutional demand for bonds 
swung the major part of the financing in 


the present cycle to the bond market. The 


fx 


Reveals 


following table clearly illustrates the ef- 
fects of stock market stock 
issues, the volume of preferred and com- 


trends on 


mon stocks, respectively, sold in 1946, 
for example, being 
62 per cent of 1946, 
increased 12 per cent. The table covers the 


only 35 per cent and 


whereas bond volume 


record: 


DomeEsTIC CORPORATE ISSUES 
(Millions of Dollars) 


Year Bonds Preferred Common 
1944... .$2,609.9 $ 410.6 $101.2 
1945.... 4,888.2 1.033.8 278.8 
1946.... 4,435.9 1.208.4 604.4 
1947... 4471.2 $416.3 059.2 
1948.... 4,999.1] 139.4 196.0 


The public utilities industry has been 
one of the principal contributors in the 
new issue market. accounting for 47.5 per 
cent of the total in 1948, as against 10 
per cent for the railroad field and 42.6 per 
cent for others, mostly industrials. The 
telephone system has undertaken a great 
cogram of expansion and accordingly 
‘as been an extensive customer for new 
\ total of SL.i08 millions of vari- 


ous telephone issues were placed in 1947 


funds, 


and in 1948 $825 millions were offered. 
It now appears that i949 will also be a 
very active year for purchasers of tele- 
phone bonds, the total issues to date 


amounting to $470 millions. including 
$400 millions of American Telephone & 
Telegraph convertible debentures to be 
sold in the near future. 

The sharply lower interest rates pre- 
vailing in the immeéiate post-war years 
induced a large volume of refunding op- 


Scene in “bond crowd” on Stock Exchange 


erations. but most of these have now been 
completed and, as a consequence. finane- 
ing at the present time is virtually all fou 
new capital for expansion purposes. 


New Capiran vs. REFUNDING 


(Percentage of Total) 


Year New Capital Refunding 
(J) (%) 
ee eT 3.0 Lo.4 
5 ee eee 76.5 23.3 
Le.) Saree ee 95.5 15 


\ new cycle of Government influence 
over the bond market began at the middle 
of 1947 when the Treasury increased in- 
terest rates on bills and certificates. In 
combination with a heavy volume of cor- 
porate financing late in the year this new 
development brought such offerings to the 
market that prices declined. The famous 
“pegging” cycle then began as the Gov- 
ernment stepped in actively to support 
its bonds. No doubt this operation pre- 
served the bond market from what might 
have been a fairly severe slump.-and the 
continuance — of throughout 
1948 gave the market sufficient stability 


“pegging 


to permit further large issues of corporate 
bonds. This support of the market was not 
without indicated 


by the total amount of Government bonds 


its cost. however. as 


acquired by the Federal Reserve Banks in 
preventing Governments from sinking be- 
low par value. 

On Christmas Eve in 1947 the price at 
which the Government chose to stabilize 
the bond market was sharply lowered. The 
aftermath was a large outpouring of bonds 
offered during 1948. These offerings came 


3 





partly from holders who were nervous 
about a possible further decline in price, 
distrusting the duration of the “peg”, and 
from insurance companies and other in- 
stitutions which wished to raise capital 
for the purpose of buying higher yielding 
corporate Toward the latter 
part of 1948 and early in 1949 demand 
for bonds increased prices to the point 
where the Government has no need for 
active support of the market at the present 
time, 

The Bank 
holdings of Government bonds is shown 
in the following table: 


securities. 


extent of Federal Reserve 


FEDERAL RESERVE BANKS 
GOVERNMENT Bonp HOLpDINGs 
(Millions of Dollars ) 


1947—November ...... S$ 970 
December ...... 2.853 
1948—June ........... 6.206 
December ...... 10.977 
1949—March ......... 9.240 


The stabilizing of Government bonds 
spread a firm tone over the corporate mar- 
ket. 

Bond price trend probabilities may be 
examined against supply and demand fac- 
tors. On the supply side two sources are 
to be considered, namely, corporates and 
Governments. The supply of bonds now 
outstanding in both divisions could, of 
course, become a bond market depressant 
should the holders decide for some reason 
to sell. Much will depend upon continu- 
ance of Government supporting opera- 
Naturally, means of 
judging whether the support operations 


tions, there is no 
of the past two years will be continued 
indefinitely, particularly if such a course 
would demand the purchase of large addi- 
tional How far the 
gigantic purchasing operation of 1948 


amounts of bonds. 


could be prolonged is merely a vague con- 
jecture at this time. 

The appearance of a strong business 
depression, combined with questions 
about deficit financing. might well raise 
questions as to the Government's inten- 


tions to “peg” the market indefinitely. 


Obviously, a period of depression would 
generate a whole series of new questions, 
and possibly dilemmas, on Government 
policy with respect to support of the bond 
market. 


Continued Outpouring Expected 


Insofar as new issues are concerned, 
there would appear to be a strong likeli- 
hood of a continued sizable outpouring 
by corporate issuers, but the rate is likely 
to be downward from the high levels of 
1948. The following table shows by quar- 
ters the total placements of all securities 
from 1946 through the first quarter of 
1949, 


TOTAL SECURITIES IssUED QUARTERLY 


(Mil. $) (Mil. $) 
1946 Ist qtr...$1.009.5 1947 Ist qtr. ..$1,038.4 
2nd qtr.. 2,207.6 2nd qtr.. 1,737.8 
3rd qtr.. 1,610.4 3rd qtr.. 1.278.8 
ith qtr.. 1,824.6 tth gtr.. 2.262.9 
$6.652.1 $6,317.9 

(Mil. $) 

3 ft! 2. are $1.638.2 

ye ee 1,622.7 

UE ANN 8 sw wasees 1,264.3 

ae 1.736.5 

$6.261.7 

ee See MR ereccne $1.096.4 


The volume in the last quarter of 1948 
was 23 per cent below the corresponding 
quarter of 1947, and for the first quarter 
of 1949 sales were 33 per cent under the 
first quarter of 1948. American industry 
now has had over three years of heavy 
expansion activities, and will therefore be 
less in need of new capital. According to 
a survey made by the McGraw-Hill Pub- 
lishing Company, the following is roughly 
the schedule of estimated capital expendi- 
tures in coming years: 


ESTIMATED CAPITAL EXPENDITURES 
( Millions of Dollars ) 


1948..... $14.850 (54 ee $10.460 
i ee 14.130 | ae 9.630 
FOSD wae: 11.970 3) ae 8.995 


The tapering off in demand for capital 
will be accentuated should general busi- 
ness experience a fairly severe decline 
during the next year or two. Also, should 








Bond Market Yields 


Corporate U.S. Govt. Municipals A AA’s and Gov- 
Year AAA’s (%) Long-term (%) (High Grade! % ernments (%) 
1946 Average ........ pS 2.19 1.64 0.34 
1947 Average ........ 2.61 225 2.01 0.36 
1948 Average ........ 2.82 2.44 2.40 0.38 
1949 (Mar: 26) ......... 2.40 2.38 2.19 0.32 


Spread Between 








industry continue the practice of the last 
year or two in re-investing its own earn- 
ings for plant expansions, the demand for 
capital will be reduced. According to 
compilations of the United States Depart- 


ment of Commerce, business re-invested 


from its own earnings $19.7 billions in 
1948 and $18.1 billions in 1947. This 


process was carried out primarily by pay- 
ing to stockholders a smaller than usual 
percentage of earnings in the form of 
dividends. For example, last year Ameri- 
can business paid about 39 per cent of 
earnings to stockholders whereas in pre- 
war years of good business. payments of 
60 to 70 per cent of earnings were 
common. 

Whether or not the United States Gov- 
ernment will make available new issues 
to the investing public is not clear. This 
of course would become necessary in the 
event that budgets become unbalanced 
during periods of heavy expenditures for 
the purchase of military supplies and low 
tax receipts. Also, a supply of Government 
bonds overhangs the market in the form 
of issues purchased by the Federal Reserve 
Banks during 1948 in “pegging” opera- 
tions. Naturally, it would not be logical 
to anticipate the placing of these bonds 
on the market during a period of price 
easing: on the other hand, these bonds 
might be a supply factor in the event there 
was a persistent, substantial rise in bond 
prices. A source of bonds for bank pur- 
chase might also develop in the event that 
some of the $8 billions of bonds which 
are currently ineligible for bank purchase 
were to be made eligible. There are 
rumors. for example, that restrictions on 
eligibility may be relaxed to a degree in 
the near future. 


Future Supply 


Thus, while the supply of corporates 
would seem to be pretty well defined. the 
supply of Government bonds from one 
source or another is still indeterminable. 
It would be a reasonable assumption, how- 
ever. that the Government would make its 
bonds available in such a fashion as to 
maintain price stability rather than strong 
trends in one direction or the other. 

Demand factors are fairly well out- 
lined. The insurance companies will un- 
doubtedly continue to have a heavy flow 
of income funds which will need to be 
invested. 

Insurance companies and banks may 
have fewer mortgages available in which 
to invest, in view of the indications that 
residential building dollar-volume will de- 
}2) 


(Continued on page 
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FIRST QUARTER 
EARNINGS snow car 


BUT CORPORATE RESULTS DIFFER WIDELY 


'p ARNINGS of companies listed on 
4 the New York Stock Exchange gen- 
erally continued at a substantial level in 
the first quarter of 1949, with combined 
net profits of 444 companies—all of those 
reporting their results by May 10—total- 
ing $1.158,013.000, or 10.1 per cent 
higher than in the same period of 1948. 
The showing was better than most ob- 
servers had anticipated and indicates a 
continuing high level of activity in many 
lines of business. 

While combined earnings were slightly 
higher, results differed widely among the 
various industries, and even among com- 
panies engaged in the same industry. Ten 
of the industrial groups listed in the 
table at the right managed to push ahead 
of last year. Earnings of the steel com- 
panies were 65.5 per cent greater than in 
the initial period of 1948; financial com- 
panies’ earnings were up 45.7 per cent: 
automotive companies, up 31.4 per cent: 
and chemical companies, up 18.4 per 
cent. 

Some of the wider declines in earn- 
ings were in the merchandising group, 
in which over-all net income was down 
39.3 per cent: textile companies. 26.8 
per cent: and machinery and metal con- 
cerns. 18.1 per cent. 


Gains for One-Half of Companies 


\fter several years in which the net 
earnings of most companies mounted 
steadily. the tabulation for 1949's first 
quarter is almost evenly divided between 
industrial groups with higher. and those 
with lower. net incomes. The same stand- 
off appears when the 444 companies are 
considered without regard to industrial 
classification. Almost exactly one-half— 
or 223 of the companies—improved their 
results in the initial quarter of this year. 

What these mixed results mainly sig- 
nify is that—in Ine with one form of 
economic reasoning advanced in the last 


o 
al 
Oo 


year or so—the business readjustment is 
taking place industry by industry. The 
letdown has not hit every place at once. 
Scattered industries, such as garment 
making, leather and shoe manufacturing. 
and motion pictures, have been operat- 
ing at reduced levels for as long as two 
years. It seems possible that a field such 
as aircraft manufacturing already has 
completed its post-war adjustment. 

Other industries have only recently 
seen supply catching up with demand. 
These include machinery and metals, pa- 
per, petroleum, retail merchandising, and 
textile manufacturing. 

Demand continued strong throughout 
the first quarter in such key industries 


as automobile, chemical and steel manu- 
facturing. The utilities and a “defen- 
sive” industry such as tobacco also lifted 
their profits by a modest amount. 


Recession in “Soft” Goods 
In general the producers of “soft” con- 
sumer goods were the first to feel a 
recession. Most capital goods lines are 
still producing at a high level in the first 
half of 1949. Steel production for the 
four months through April totaled 31.- 
835,953 net tons of ingots and castings, 

a new high record for the period. 
This wide range of experience. plus 
the unpredictable nature of turning points 


(Continued on page 10) 





Number 

Reporting Net Pront 

Industry pate “aa 
Automotive 35 32 
Buildm ...... 35 14 
Business & Office Equip. 5 5 
Chemical . 1. ...«.. 4 1] 
Electrical Equipment . . 10 10 
Financial . ..... J8 lf 
Food Re oe okt Cae tee ae ee 24 
Machinery & Metals . . 53 17 
Me wo me oe ew 14 
Paper & Publishing . . 15 14 
Petroleum ; ce J Se 26 
Remreag ..«. «+... « & 39 
Retail Merchandising . . 16 12 
Steel. Iron & Coke. . . 32 31 
Wetiile . ..s..sss KB 16 
Penseee, ..:.-4 « ws & 6 
ae ee ee ee ee 26 
Other Companies . . . 40 32 
wee GS es 2 107 





NET INCOME OF 444 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 
First Three Months of 1949—By Industrial Groups 


Number 
Showing Per Cent 
Improvement Change in 
“a. i CCist3 Mos. 1949. 
ist 3 Mos. Net Income vs. Ist 3 Mos. 
1948) ist 3 Mos. 1949 1948) 
18 $ 204.306.000 +31.4% 
7 19.366.000 Fe | 
] 11.697,000 1 @.1 
27 129.593.000 118.4 
1 17.261.000 + 1.4 
15 15.449.000 145.7 
13 11.636.000 L 23 
17 31.734.000 18.1 
8 9.819.000 6.4 
5 3.541.000 17.9 
6 198.897.000 13.3 
25 58.680,000 4.3 
6 1.382.000 39.3 
23 78.327.000 165.5 
3 20.525.000 26.8 
2 7.210.000 + 6.5 
20 133.389.000 +10.1 
23 32.201,000 1 75 
223 $1.158.013.000 110.1% 
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FYHE dividing line between investment 
] and speculation in common stocks is 
a shadowy one: but it is not so dim as 
it often seems to be to the eye of the casual 
buyer of securities. This is revealed in 
frequent letters to THE EXCHANGE. 

The casual buyer may be described as 
a person who acquires shares of a stock 
perhaps be- 


occasionally, haphazardly, 


cause at the moment he has extra money 


on hand, or it may be that someone tells 


him about a stock and urges him to 
get some of it. The product often is (1) 
postponed hopes about an expected 


“profit.” (2) 
ipated “results” are not quickly attained, 


impatience because antic- 


(3) irritation over a temporary deprecia- 
tion of principal. 

The casual buyer seems prone to ignore 
the that stocks, 
their nature. will fluctuate in price, and 
that 
price from one hour to the next. from 


certainty common by 


no one can foresee the action of a 
one week to the next. Casual buyers are 
inclined to think too much about price 
and not enough about the fundamental 
incentive for investment in equities 
dividends and their yields as income. 
Yet long experience suggests that eight 
of ten casual buvers consider themselves 
to be investors although their principal 
intention—to realize a capital gain—rates 
them too often on the other side of the 
dividing line. a position by no means 
open to reproach but not the one in- 
tended. 


dom 


Common stock investment is sel- 
Calculated 
common stock investment of savings or 


engaged in casually. 
other surplus funds involves a program, 
a series of acquisitions of selected secur- 
takes 


instead of 


ities which advantage of price 


fluctuations finding a source 
ol annovance in price movements which 
side. 


are on the “down” 


Persistent Investing 
In the April issue an illustration of 
programmed investment was presented in 
the account of a six-year undertaking. 
for the 


Common 


providing investment of S500 a 
stocks of the New 
York Stock Exchange list. There was no 


mistaking the intent of that procedure. 


month in 


Instead of being dismayed when prices 
receded, the investor welcomed the oppor- 
tunity offered by lower prices to reduce 
the average cost of purchases previously 
In six years the accumulated fund 
original 


made. 


investments. reinvested divi- 


dends and net capital growth——was nearly 


10 per cent greater than the amount of 


“new money put into it in monthly pay- 






LOGICAL METH 


IN COMMON | 
| 


Results of Definite Program Outweigh U 


ments—and the plan was being continued. 

An accumulating investment, based on 
$200 a month used to buy shares of a 
single stock, was brought to Tue Ex- 
CHANGE’S attention — this This 
illustration of methodical investing is 
chiefly of the 
vestor’s preliminary planning; the 
eram was first applied last February and 


month. 


significant because in- 


pro- 


has not been in effect long enough to 


show its results. The investment design 
called for the acquisition of a dividend- 
paying stock selling for less than 520 a 
share. The goal was the ultimate owner- 
ship of 200 shares to be added to other 
blocks of different stocks bought in the 


last 10 years by monthly purchases. 
Calculated Risks 


An old-line chemical company suited 
the investor's requirements. It was more 
than 30 old. 
preferred stock outstanding. and except 
for a three-year stretch in the 1930s, had 


years had no bonds or 


paid dividends each year since 1922. 
The investor, as he reports. decided in 
January that was likely to 
trace in 1949 some of the long forward 


business re- 
steps taken in 1947-46: hence there was a 
chance that he might be buying into a 
receding market for the shares. Should 
“dollar 


averaging” and the reinvestment of divi- 


this eventuate. he reckoned that 


dends would permit him to get a consid- 
erable number of the shares at relatively 
low prices. The opportunity to obtain a 
current income outweighed in his mind 
any advantage to be gained by waiting for 
a problematical “bargain” price. 
further than 


the fore- 


going before a selection was made. It 


Research went 
discovered that in recent years the com- 
pany had supplemented its older “bulk” 
chemical products with pharmaceuticals. 
including chemical: forming the base of 
antibiotic medical products which were 


Standard Oil of New Jersey por- 
trays its recent dividend history 


receiving much attention in the daily 
news. 
suggested that the $1.50 paid in 1947 and 
1948 might be reduced should earnings 
Still, a $1 dividend would vield 
6 per cent or more on stock bought at 


Scrutiny of the dividend record 


decline. 


lowering prices. and should the 51.50 rate 
be maintained. the return would be from 


8 to 10 per cent. A dividend rate as 
low as 75 cents a year would give a 
fair return, inasmuch as the _ investor 


would be acquiring shares on a_ price 
trend that a lower rate would help to 
bring about. 

\ balanced judgment is here traceable. 
The prospects of an enlarged production 
of the chemical company in the future 
was weighed against the possibility of a 
decline in 1949 business and a dividend 
should fall 


Seeking to discount the more unfavorable 


reduction earnings away. 
possibilities, the investor applied a pro- 
gram which. through regular, periodic 
investments of equal amounts of money. 
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shares at the lower 


than at the higher prices paid. Reason- 


would buy more 


ing mathematically, he argued that when 


the investor has 


In this instance of planned investment 


of moderate sums. it is to be noted that 


dividend income and 





20 Years’ Investing—$1.000 a Y ear—in New York Stock Exchange Stocks 


American Chicle Co. 

& Tel. Co. 
Atch., Top. & Santa Fe R. R. 
Borden 


American Tel. 


Company 
General Electrie Co. 
General Motors Corp. 
National Biseuit Co. 
R. J. Reynolds (B) 
Standard Oil (Ind.) 
United Fruit Co. 

F. W. Wooiworth Co. 


Exclusive of rights to subscribe to convertible 
(Z) Percentage of dividends to total investment. 


hond 


Per Cent 








Total Dividends of Dividends 
Investment In 20 Years To Investment 
$19.798.24 $17.690.00 89.35 

20.115.64 12.519.64 62.24* 
20,211.79 12.773.50 63.20 
19.894.31 10.517.05 16.77 
19.651.51 8.950.35 415.52 
19.930.56 14.606.05 73.14 
19.979.84 8.801.00 14.04 
; 18.956.02 10.518.15 55.49 
20.060.13 8.530.24 2.52 
20,134.13 13.251.06 65.82 
20,081.84 9.391.60 16.82 
*218.814.92 $127.518.64 58.29(Z) 





the company’s business should feel the 
impulse of the demand for new and di- 
versified products, a rise of the 
stock’s price, sooner or later. 
would enlarge his capital posi- 
tion rapidly by reason of the 
more numerous shares bought 
in the lower price ranges. 


tor 






Ah 





ME AND 
COMMON 
STOc 


capital growth both in mind. The history 
of the stock over 30 vears 
fairly wide fluctuations: 


shows him 
in the swings 
of price he reckons lies his opportunity 
for patient capital gain. but in order to 
profit by them. a considerable number of 
shares must be accumulated during price 


Colgate-Palmolive-Peet profits and 
dividends for the last 10 vears 



























































think 


about timing his operation for the reason 


recessions. He doesn’t have to 
that monthly purchases will give him a 
fair average price. By the time 200 shares 
are accumulated, the number of separate 
investments may be as many as 15, spaced 
over more than a year. 

Casual buyers of common stocks. over- 
weighting the desire for a “profit,” can 
find significant material for study in the 
dividends paid by long-time dividend pay- 
ers. A factual survey of dividend returns 
in an article prepared for THE EXCHANGE 
by Charles R. Sanderson. a New England 
consultant to investors. sometime ago 
awakened so much interest among readers 
that the statistics are apropos this discus- 
sion (see table). 

The dividends were those actually paid 
on the stocks over a 20-year period from 
1927 to 1946. inclusive. The study pro- 
total $1.000 a 
vear in each of 11 stocks—beyond the 
but, as 51.000 a 
year surplus earnings for investment is not 


vides for a investment 


means of most investors: 


uncommon among persons who program 
their procedure, the results among the 
stocks may be examined separately. 

The statistics 


among dividend totals over a long period 


reveal wide differences 

. emphasizing the merit of close sclec- 
tion when stocks are to be invested in 
for income. On the average. however, an 
investor building a program on the tabled 
stocks for 20 years would have received 
an ageregate of dividends equaling more 
ihan half of his full investment; as cap- 
‘tal was introduced year by year. the 
dividend totals were gradually enlarged. 


It is to be noted that such a fund 
would have been accumulated over an 
interval which contained about all the 


depression and prosperity that the stock 
market could experience. — First. 
conditions from 1927 through 1929, then 


boom 


a 5-year stretch of business depression 
which brought about extensive dividend 
omissions or reductions (Santa Fe failed 
to pay anything in 1938 and 1939; the 
others made payments each year). 
Business improved in 1936 and 1937. 
938: then the 
stimulus of the war boom beginning in 
1940 and continuing to the end of the 
O46, 
which the 


followed by a reversal in 1 


— 


investing campaign in 
The simple lesson record 


( fers 


persistent. reasoned investment in care- 


centers upon the effectiveness of 
fully chosen common stocks when it sub- 
merges price fluctuations beneath a firm 
intention to reach a goal. 

WILLIAM 


CRAIG. 


W. 














Share Price Trend Surveyed 


By Industrial Groups 


YVROM recent news of trade and indus- 
| try. it is readily apparent that many 
companies are undergoing changes in 
their outlook for sales and net earnings. 
At a casual glance it might seem that the 
stock market in the early months of the 
vear has not reflected the alterations tak- 
ing place in the business scene; most of 
the widely used stock price averages have 
held to an extremely narrow range. giv- 
ing the impression. at least through mid- 
May, of a nearly motionless market. 

More revealing than the course of the 
“averages” is the monthly tabulation 
which the Stock Exchange makes up of 
the market value of listed shares classified 
by industrial groups. At the close of April 
the total market value of all listed shares 
was not far different from the value at 
the end of 1948, the recent figure being 
$66.237.000.000. against $67.048.000.000 
last Dec. 31. Yet share values in several 
industries have been in a moderate up- 


trend despite the slight lowering of the 
over-all market price total. Some of the 
gains are listed below. 


MARKET VALUE OF LISTED STOCKS 
(In Millions of Dollars) 


Market Market 

Value Value Per 

Dec. 31, Apr. 30, Cent 

1948 1949 Rise 
Gas & Elec. (Hidg.) $1,18 $1.374 16.3 
Ship Operating . . 84 97 15.3 
Airlines a 238 269 12.9 
Gas & Elec. (Oper.) 4,074 1.470 9.7 
Tobacco... .. 1,440 1,512 5.0 
Aircraft Mfrs... . 383 399 4.2 
Land & Realty . . 103 107 1.0 


Notably in the two utility groups part 
of the increase is accounted for by new 
companies listed on the Exchange since 
last December. In any comparison of mar- 
ket values it needs to be remembered that 
issues of stock constantly are being added 
to the Exchange's trading list. Accord- 
ingly, the total value of listings shows 


a slow, over-all growth on this account. 
Share price fluctuations usually obscure 
the effect of this growth, but occasion- 
ally it is a sizable factor. 

An opposite price trend was revealed 
by shares in the following groups: 


MARKET VALUE OF LISTED Stocks 
(In Millions of Dollars) 


Market Market 

Value Value Per 

Dee. 31, Apr. 30, Cent 

1948 1949 Decl. 
Mining . $2,051 $1,771 13.7 
Textiles: . :. . . . ZS 1,022 10.2 
meis .. . si... S379 4.177 6.7 
Elect. Equip. . . . 1,859 lao 5.7 
Paper & Publ... . 999 916 5.3 
Building . . ... 973 922 5.2 
Amusement. . . . 680 645 a 


Most of the remaining industrial groups 
on the Exchange showed a less decisive 
price trend, 

Contrasting price trends among shares 
of various industries serve only as a gen- 
eral introduction to the study of securi- 
ties. Just as diverse price trends are to 
be found among the shares of different 
companies which are all engaged in the 
same industry. Some individual share 
issues are reviewed on page 12. 





Ending Balance 
Sheet Mystery 


(Continued from page 2) 


this physical equipment might be worth 
a lot more during a boom. or vice versa. 

Physical plant also wears out and must 
be replaced. Our company has recognized 
this fact by “depreciating” the value of 
the property by $2.500.000, Unfortu- 
nately. however. no company can be cer- 
tain that its depreciation charges will 
actually be sufficient to replace the equip- 
ment when it wears out or must be re- 
placed by a more modern and efficient 
machine. For all of these reasons the 
careful investor must fo behind book 
value before it has any real significance. 


Reserves and Surplus 

You will notice that the book value of 
the common stock is greater than its 
stated value on the liability side of the 
balance sheet. where 1.000.000 shares of 
“capital stock” are listed at $5,000,000. 
The added value is contributed by “re- 
serves” and “surplus.” Though our com- 
pany surely has some reason for setting 
up these two items separately (often ex- 
plained in a footnote). it is usually wisest 
to consider them together. In effect they 


° 
o 


represent money earned by the company 
but not paid out as dividends to the stock- 
holders and hence indicate additions to 
the value of the common stock. 

The final important statistical measure 
that the stockholder can derive from the 
balance sheet is the ratio between bonds. 
preferred and common stock. A high pro- 
portion of bonds reduces the attractive- 
ness of both the common and preferred 
stock. while a high total of bonds and 
preferred stock detracts from the value of 
the common stock. 


Bond Ratio 


The bond ratio is found by dividing 
the face value of the bonds ($2.000.000) 
by the total value of the bonds. common 
stock, reserve and surplus (i.e. $2.000.- 
000 divided by $8.500.000). This shows 
us that the bonds represent less than 24 
per cent of the total capitalization of the 
company. As no preferred stock is out- 
standing. the common stock naturally 
represents something over 76 per cent. 
The common stockholder of an industrial 
company should take a good look at the 
balance sheet if the bonded indebtedness 
exceeds 25 per cent of the capitalization 
or if the combined bond and _ pre- 
ferred stock interests exceed 50 per cent. 
Of course, if the earnings record is very 


stable the company can easily stand a 
higher debt ratio. 

The detailed balance sheet of a large 
corporation contains a great deal of in- 
formation which has not been alluded to 
in this brief discussion. However. even 
if the common stockholder restricts him- 
self to the points mentioned, he can learn 
a great deal about any company in which 
he may be contemplating an investment. 
It must be emphasized again, however. 
that net current assets, current ratio, net 
quick assets, the ratio of current assets to 
honded debt. book value. and the bond 
and stock ratios are all of the greatest 
value if they are compared over a period 
of years and are used to test the compara- 
tive standing of one company against 
other companies in the same industry. 

The balance sheet shows a picture in 
outline of a company on a given day. not 
the record over a period. If the company 
is inadequately financed, the balance sheet 
will show it. It will not show certain 
significant things that the investor will 
want to know before he invests. These are 
revealed by the income statement. Bal- 
ance sheet figures may disclose strength 
or weakness in the financial picture. But 
the income statement is the guide to posi- 
tive action. Income accounts will be ex- 
amined in an early issue of the magazine. 
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NATION’S TOTAL 
OF STOCKHOLDERS 
GAINS STEADILY 


\ OST companies listed on the New 
L York Stock Exchange 
steady expansion of stockholder lists year 


show a 


after year, although in some instances it 
can be questioned whether the gains in 
stockholders are keeping pace with the 
recent progress of many companies in 
total assets, earnings and dividends. 

Since 1929 the Stock Exchange has kept 
a record of the number of common stock- 
holders in 50 of the larger corporations 
listed on its market. From 1929 to the 
close of 1948 the combined total of com- 
mon shareholders in these 50 companies 
has nearly doubled, growing from 2,064.- 
563 to 4,069,000. This shows the gain 
over 19 years. If the period is stretched 
to an even score of years, the growth is 
even more spectacular, as these compa- 
nies had only 1,648,000 common stock- 
holders at the beginning of 1929. 

Just within the last year some sizable 
gains and a few slight declines have oc- 
the stockholder lists of indi- 
vidual companies in the group of 50. Some 


curred in 


of the best gains in common stock owner- 
ship were made by: 


End of End of 

1947 1948 
American Tel. & Tel.. 723.374 765.824 
Detroit Edison ...... 10.190 52,154. 


) 
33.476 13.410 
19,933 


| 
17,703 54,185 


Texas Gulf Sulphur. . 
Union Carbide & Carb. 


United Fruit ........ 


\merican Telephone & Telegraph Co. 
has a stock purchase plan in’ which 
300,000, or nearly 50 per cent, of its 
employes are participating. When these 
employes complete the payments for their 
stock, this single business concern will 
have in the neighborhood of 1.000.000 
shareholders. 

In the case of Detroit Edison, the sale 
to the public of the last substantial amount 


of the company’s stock 
held by utility 
companies largely — ac- 
counted for the 
in stockholders. 

Part of a_ block of 
Texas Gulf Sulphur stock. 
which Gulf Oil Corp. had 
held as an 
since 1934, was distrib- 
uted to Gulf Oil stock- 


holders as a special year- 


holding 


increase 


investment 


pie : Nearly 
end dividend, thus bring- 


ing about a sizable and 
automatic increase in the 
total of holders of the Texas Gulf Sulphur 
issue. 

Carbide 
was split 3-for-l in May, 1948, aiding 
the wider distribution of the stock. 
United Fruit was split 3-for-1 two years 
earlier. in June, 1946. United Fruit’s total 
of stockholders has been in a consistent 
uptrend since that date. The company 
had only 38,199 shareowners at the end 
of 1945, compared with the recent figure 
of 54,185. 


That gains in stockholders are by no 


Union and Carbon common 


means universal is shown by the recent 
experience of such companies as Penn- 
sylvania Railroad, which had 206,931 
holders last December, as against 213.58 
at the 1947 year-end; or New York Cen- 
tral, whose owners declined last year to 
57.263 from 60,099 the year before. 


A Seeming Paradox 


Analysts who concern themselves with 
the channeling of capital to the equity 
market may be able to interpret why, in 
a year of industrial prosperity, the num- 
ber of persons owning shares in such 
first-line companies as General Motors 
and United States Steel should decline. 
Both decreases were slight. the total of 





1,500 stockholders from 40 
General Electric’s new turbine-manufacturing building at 
Schenectady. N. Y.. for the company’s annual meeting 
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D 


states assemble in 


U. S. Steel common shareholders edging 
off from 167.813 to 166.114, while Gen- 
eral Motors common. stockholders de- 
creased from 405.763 to 402,325. 

Turning aside from the selected 50 
larger-sized corporations, a wider area of 
Stock Exchange utility lies in introducing 
the shares of many medium-sized com- 
panies to a national market and then main- 
taining a nation-wide, auction market in 
the shares. Hundreds of concerns. whose 
securities were first listed on the Exchange 
20 years or so ago. have seen steadily in- 
creasing numbers of investors attracted to 
their shares. 

Some companies. newly listed on the 
Exchange just within the last two or three 
years. already have gained many new 
owners. Typical of these companies which 
have expanded their number of share- 
holders are: Bendix Home 
Brown & Bigelow. Hooker Electrochemical 
Co.. Minnesota Mining and Manufactur- 
ing. Northern Natural Gas. St. Regis Paper 
and Textron, 

THE FRONT COVER 

The picture on the front cover was 
taken by David Corson from A. Devaney. 
Inc.. and shows the village of East Cor- 
inth, Vt. 
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Earnings of Listed 
Companies € sain 


(Continued from page 5) 


in the separate industries. goes a long 
way toward explaining what has been 
happening in the stock market in recent 
months. It has often been called a “do 
stock market. It is true that 
most of the stock price averages have 
failed to market 
trend: instead they have held to a narrow 


nothing” 


disclose a clear-cut 


trading range. 
Diverse Price Trends 


The can searcely be said for 
individual stocks. 
the market. 


dominant characteristic for 


same 
The extreme selectiv- 
been its 
three 


ity of which has 


nearly 


vears now. was well demonstrated as 


recently as the early part of May. On 
May 3, a day of general market lassitude. 
the New York Stock Ex- 
change touched new lows for the year 
up to that time. In the next market ses- 
sion, on May 4, a rally ensued, mainly on 
hopes that the Berlin blockade would 
be lifted. On that day 
on the Exchange reached new highs for 


53 stocks on 


55 other stocks 


the year. In the space of only two market 
108 
10 per cent of the total number of stocks 
day — 
The 


own action thus clearly underscored the 


sessions, issues — or approximately 


traded on a_ normal reached 


opposite extreme limits. market's 
merits of securities research. 

The divergent price movements. notice- 
able any day of late. apparently reflect to 
some extent different interpretations made 
of current statistics of industrial produc- 
tion and sales. 





Number Number 

Reporting Showing 

0 Net 

Industry Date Income 
Air Transport... . W 5 
Aivcraft Mfrs. . ... 10 
Amusement... . . 16 12 
Automotive a es ee 60 
Building a 5 
Business & Office Equip. 10 10 
Chemical a eee te ee ee 70 
Electrical Equipment li 18 
Farm Machinery . . . 7 6 
Financial. . ... . 30 30 
Food te as he ds a ee 56 
Garment Mfrs. 2... 25 5 
Land. Realty & Hotels . 1 | 
Leather & Shoe Mfrs. . 11 11 
Machinery & Metals . . 96 95 
a ee 33 
Paper & Publishing . . 31 3() 
Petroleum a lee ee ae i? 12 
Railroad a a 77 
Retail Merchandising . 63 63 
Rubber iy ae ie cer ere 9 
Shipbuilding . . . . 4 | 
Ship Operating. . 2. . 5 1 
Steel. Iron & Coke . . 39 39 
Textile eit -» x & o Oe 35 
wepecee . .« « ws 1S 15 
Transportation Services | | 
Utilities . . «=.» - 6 63 
U.s. Cos. Oper. Abroad = 16 14 
Foreign Companies . . 15 15 
Other Companies . . . 25 25 
Total 925 889 

* Deficit ir 





1948 NET INCOME OF 925 COMPANIES HAVING COMMON 
STOCK LISTED ON THE NEW YORK STOCK EXCHANGE 
By Industrial Groups 


Mumber Per Cent 
Showing Estimated Change in 


Improvement 
(1948 vs. 1947) 


Group 
Net Income 


Group Net Income 
(1948 vs. 1947) 


9 $ 281.000 
12 14.585.000 
6 52.572.000 36.5% 
11 819,574,000 36.3 
24 159,898,000 134.8 
6 86,080,000 1412.2 
3 769.497.000 114.0 
10 236,248,000 20.3 
5 109,441,000 127.1 
25 140,404,000 152.8 
28 103.324.000 6.8 
l 9,647,000 18.0 
l 10.346.000 0.6 
1 33.785.000 5.2 
66 $16,436,000 119.1 
23 342.921,000 ee 
16 209,162,000 1.9 
1H) 1.942.958,000 159.6 
57 660.836.000 133.1 
38 556.681,000 113.8 
} 104.284.000 ‘7 
3 9,495,000 194.8 
| 12.020,000 —44.0 
33 561.746.000 +-34.4 
27 306.344.000 194.3 
10) 132.200.000 119.5 
3 1.697.000 121.0 
1) 733.731.0006 9.4 
6 83.115.00( 8.7 
9 177.034.0006 5.2 
15 117.486.0006 117.4 
605 $9,216.828,000 +-24.2% 












REVIEW OF 1948 EARNINGS 


While first-quarter net earnings re- 
ports for only about one-half of the 
companies listed on the Exchange were 
available at the time of going to press, 
earnings statements for the year 1948 
have been received from nearly all listed 
The 1948 record helps to 
place in perspective the current figures 


companies. 


of earnings. 

\ total of 925 companies earned an 
aggregate of $9,216.828,000 in 1948— 
24.2 per cent higher than the earnings 
of the same companies in 1947. Gains in 
income were liberally distributed among 
the various industrial groups. with the 
largest percentage increases being made 
by shipbuilding 94.8 
cent: financial, 52.8 per cent: petroleum. 


companies. per 
52.6 per cent: the rails, 38.1 per cent: 
and the auto companies, 36.3 per cent. 
Both the the 
builders transformed over-all 


airlines and aircrailt 
industry 
deficits into net profits in 1948. Nine 
of 10 airlines and 12 of 13 plane manu- 


facturers made a better showing. 


Profits were in a downtrend in 1948 
in the steamship line, amusement. gar- 
ment making. food, leather and shoe. and 
rubber industries. For most oi these 


sroups 1948 was the second successive 
year of lower profits. 

In numbers. 605 
-of the 


proved their results. 


or approximately 
two-thirds 925 companies im- 
Gains were not so 
universal as the enlargement of aggregate 
Both in 1947 


and 1946 a higher proportion of com- 


earnings would suggest. 


panies reported a year-to-year betterment 
of income. 

If 1949 earnings at 
suffer last 
record, it is worth recalling that corporate 


interim times 


in comparison with years 
profits in 1948 reached a four-year high- 
mark. 
majority of the companies listed on 
the New York Stock Exchange, as pub- 
the annual studies by THE 
EXCHANGE Magazine. were as follows: 


water Combined earnings of a 


lished in 


No. of Combined 

Companies Net Income 
FORD cs seis 725 $3.444.268.000 
| 628 £.903.559.000 
> re 893 6.884.879,000 
ie 925 9.216.828.000 


Straight percentage comparisons can- 
not be made. because of the progressively 
larger number of concerns covered each 
vear. Yet it appears that some degree of 
setback could be met without necessaril\ 
reverting to a condition of recession. 
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Announcements of new listings of securities are confined mainly to a brief description of the 
issuing corporations’ business and facilities. Detailed information is contained in the Listing 
Applications which may be obtained from member firms of the New York Stock Exchange. 
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AFFILIATED GAS 
EQUIPMENT, INC. 


40,000 Shares 


$3 Cum. Pfd., Par $50 


1,065,000 Shares 


Common Stock, Par $1 


pe 
eL 
Hii 


enemas 


Both Bryant Heater and Day & Night 
have been prominent names in the appli- 
ance field since 1908. the year in which 
Bryant pioneered the _ first 
both companies 
founded. Youngest of the group is Payne 
Furnace. founded in 1914. During their 


gas-fired 


boiler. and were 


years of operation. as individual com- 
panies, all three present divisions of Affil- 
iated Gas Equipment contributed many 
product improvements. 

Bryant Heater is credited by the in- 


Array of gas heaters manufactured by Affiliated Gas Equipment 


FFILIATED GAS EQUIPMENT, 
IX INC... of Cleveland. Ohio. was in- 
corporated in August. 1948. In January, 
1949, the corporation became the parent 
company of three well-known manufac- 
turers long engaged in production of gas- 
fired equipment for residential, commer- 
cial and industrial heating and water 
heating. 

These three divisions—Bryant Heater. 
of Cleveland, and Tyler, Tex.; Day & 
Night. of Monrovia, Calif.; and Payne 
Furnace. of Beverly Hills, Calif.—operate 
five major plants. Together. they produce. 
according to the company, the most com- 
plete line of gas heating equipment in this 
country. 

Among the nationally distributed prod- 
ucts are gas-fired boilers, furnaces, floor 
furnaces. unit heaters, radiant and forced 
air panel heaters, air conditioning units 
for both summer and winter, conversion 
burners, circulating heaters, water heaters. 
overhead radiant space 
heaters. room heaters, a new evaporative 
cooler for residential, commercial and in- 


water coolers. 


dustrial use , . . and a large line of indus- 


trial gas-burning equipment. 


dustry with being the pioneer in the de- 
velopment of gas heating for homes. Its 
trademark of a Boston terrier pup. with 
the slogan, “Let the pup be furnace man 
and water boy. too!”. long has expressed 
to the public the convenience resulting 
from modern automatic gas appliances. 
Each of the 
own trade name and distribution system 
with dealers functioning in major mar- 
keting areas. All submit their products 
for testing and approval to the American 
Gas Association. the authority whose seal 


three divisions uses its 


is permitted only on equipment which 
passes its inspection and testing. 
Market research, always important in 
the activities of the individual companies. 
became a major operation with the forma- 
tion of Affiliated Gas Equipment. Inc.. 
through creation of a special department 
at headquarters for the purpose. 
Analysis of the market indicates a pent- 
up demand for gas-heating equipment. 
Many gas pipeline transmission com- 
panies have been unable, since the end of 
the war. to transport sufficient natural gas 
from the fields to supply all prospective 
customers. But gas transportation and 


ON THE NEW YORK STOCK EXCHANGE 


supply problems are being improved. and 
soon may be completely solved. More than 
23.000 miles of large-diameter natural 
gas transmission pipeline have been ap- 
proved by. or applied for to the Federal 
Power Commission during the past year. 
Sales planning by the company takes 
into consideration the equipment needs of 
new home construction in the years just 
ahead. It includes furnace users who want 
to convert or replace present heating 
equipment in order to use gas as fuel. 
The growing use of bottled or liquefied 
petroleum gases in rural regions for home 
and water heating also is regarded as a 
market with great expansion possibilities. 
During recent years. as members of 
the Dresser Industries’ group. the three 
divisions of Affiliated Gas Equipment. 
Inc.. increased their combined sales and 
net profits from year to year. Combined 
sales for 1948 were $29.171.260, an in- 
crease of 21.8 per cent over 1947, Com- 
bined net profits (after taxes) for 1948 
were $2.246.314, an increase of 18.8 per 
1947, 
Dividend No. One on the preferred 


cent over 


and common stock has been paid. On the 
preferred stock. this dividend was 51 
cents per share (from date of issue to 
March. 1949) paid March 21. 1949, to 
shareholders of record at the 
business March 1. 1949. On the common 

was 2215 cents per 


close of 


stock, the dividend » 
share. paid April 1. 1949, to shareholders 
of record as of March 15. 1949. 


Display of the company’s products at a 
Wall St. location for the benefit of investors 
























Exercise of Investors’ Choice 


Disclosed in Price Record 


K XAMINATION of any list of common 
4 stocks on the New York Stock Ex- 
change market is always revealing in re- 
spect to the exercise of investment choice 
and the 
response, or lack of it, which such exer- 


often referred to as selectivity 


cise discloses in price movements. 

The accompanying statistics show the 
results of an exploration among listed in- 
dustrial stocks which, for the most part, 
could be classed as issues of lesser promi- 
nence in day-to-day dealings than others 
called “standard” equities. All of the ta- 
bled industrial stocks are paying divi- 
dends, most of them have impressive rec- 
ords of long-continued annual payments. 
They were selected at random. The public 
utility issues, of operating companies, are 
presented by way of review of price 
changes which have occurred in this group 
thus far in 1949, 

The stocks are named merely as illus- 
trations of the theme, carrying no sugges- 
tion as to market worth or an intimation 
as to the course of possible price action 
to come, 


Recoveries Shown 

It will be obvious to persons familiar 
with the recent history of certain stocks 
in the exhibit that this year’s dull markets 
have seen fair recoveries from a depressed 
situation in the final quarter of 1948. 
Among such issues are Air Reduction, 
American Can, American Cyanamid and 
Douglas Aircraft. The H. J. Heinz pack- 
ing shares also threw off in recent months 
the sales pressure which was seen late last 
year. 

In the case of others, notably Cooper- 
Bessemer, a stock dividend or news of a 
sustained demand for company products 
apparently appealed to investors. It could 
be argued that Monsanto Chemical re- 





Statistical and other factual information 
regarding any securities referred to in THE 
EXCHANGE has been obtained from sources 
deemed to be reliable but THe EXCHANGE 
assumes no responsibility for its accuracy 
or completeness. Neither such information 
nor any reference to any particular securi- 
ties is intended to be or should be consid- 
ered as in any way a recommendation for 
the purchase, sale or retention of any such 
securities. 


12 


flected to a degree a lightening of senti- 
ment toward the stock which had resulted 
from the loss of a plant when an explosion 
at Texas City occurred several years ago. 
Evidence of profitable business, denoted 
in the case of Falstaff Brewing, Libbey- 
Owens-Ford and Freeport Sulphur, in div- 
idend increases recently, and extra pay- 
ments among others, apparently had a 
bearing upon several stocks which ad- 
vanced. On the other side of the picture, 
the reaction of American Smelting & Re- 
fining would be explained by the sharp 
fall of non-ferrous metal prices of late. 





INDUSTRIAL COMMON STOCKS 


— Price Changes This Year — 


Year- 

end Mayll, Net 

1948 1949 Change 
Air Reduction 18% 23 + 4% 
American Can 81% 90 + 8% 
Amer. Cyanamid 38°% 12° +- 3%4 
Amer. Smelt & Ref. . 54 14354 —10% 
Armstrong Cork . . 48 103, — 7% 
Beech-Nut Pack. 3514 34 — 1% 
California Pack. 34% 3214 — 2 
J. I. Case 35144 33% 14 
Cooper-Bessemer . . 27 344 - 7% 
Cream of Wheat . . 22% 26 + 3% 
Douglas Aircraft . . 1914 584% + 8% 
Electric Auto Lite . 40% 364% — 4 
Falstaff Brewing 23144 314 + 7% 
First Nat. Stores . . 56 6014 +. 44 
Freeport Sulphur - 43 41734 + 4% 
General Mills 51, 19 — 24 
H. J. Heinz 30% 35% + 5% 
Inter.Shoe . . . . 40% 122% +14 
Koppers Co. 29% 30 - %& 
Lib.-Owens-Ford . . 45% 514, + 5% 
Melville Shoe 208% 22% +- 214 
Monsanto Chemical . 47 51% = ++ 4% 
Penn. Salt Mfg. 351, 36 + 
Sterling Drug 3534 99% 4+ 4% 
W. Wrigley, Jr. . . 68 71 + 3 

PUBLIC UTILITY STOCKS 

CincinnatiG.& E.  . 29 285, — *% 
Consol. Edison 21% 22% +1 
Consumers Power . 31 3454 + 35% 
Dayton P. & E. 2614 304% +4 
ElectricP.&L. . . 21% 25% + 414% 
HoustonL.& P. . . 44% 47%, + 2% 
Idaho Power . . . 34% 3244 —2% 
Illinois Power . . 27 304 + 3% 
IndianapolisP.& L. 21% 2% +4 
Louisville G. & E. 23% 28% + 4% 





The list contains several stocks which, 
prior to fairly recent listing on the Stock 
Exchange, were closely held; since listing 
occurred subsequent to 1944-45, it could 
be reasoned that such shares required time 
to become firmly “placed” among public 
owners. Such stocks are H. J. Heinz, Coo- 
per-Bessemer, Falstaff Brewing and Penn- 
sylvania Salt. Most of the others have long 
been on the Stock Exchange. The roster 
of industrials discloses stocks, like Cali- 
fornia Packing, Beech-Nut, Cream of 
Wheat, General Mills, Koppers Co., Mel- 
ville Shoe and William Wrigley, Jr., 
which, over the years, have seldom if ever 
been drawn into the swirl of speculative 
activity when the market was receiving 
marked public attention. 


Low Turnover in Group 


The group of industrials is, in fact, rep- 
resentative of a far larger body of Stock 
Exchange equities which seldom change 
ownership in quantity. With the excep- 
tion of a half dozen or so, it would be 
surprising to find any among the 10 most 
active stocks in a day’s dealings; and for 
that reason the table affords a basis for 
study of common stocks in which less at- 
tention is devoted to price fluctuations 
over a period than to dividend payments. 





Trend of Bond Market 


(Continued from page 4) 


cline. Moreover, present principal values 
of mortgages held will experience a con- 
tinuous attrition, since the great bulk of 
these are being amortized steadily. Funds 
so released may seek employment in the 
security markets, Also, a decline in com- 
modity prices and business activity would 
probably curtail, as it already has done, 
a demand for commercial loans, which 
will release bank funds for probable in- 
vestment in securities. Furthermore, bank 
reserve requirements were recently re- 
duced, and the resulting excess reserves 
may seek employment in securities. 

Drawing a conclusion with respect to 
trends in the security markets is a haz- 
ardous endeavor, particularly since it is 
impossible to discern future Government 
policies with respect to the money mar- 
kets. In brief, however, there would seem 
to be a sufficient counterbalance between 
visible supply and demand factors to sug- 
gest fairly good stability in the bond 
market for a period and possibly a slight 
upward trend, since demand factors may 
continue more vigorous for a_ longer 
period than those of supply. 





hich, 

Stock 
isting 
could 
| time 
yublic 
Coo- 

Penn- 
> long 
roster 
Cali- 

m of 
_ Mel- 
Jr: 

f ever 
lative 
elving 


t, rep- 
Stock 
hange 
excep- 
ild be 
) most 
nd for 
sis for 
ess at- 
lations 
ments. 


rket 


values 
a con- 
yulk of 
Funds 
in the 
n com- 
would 
; done. 
which 
ble in- 
e, bank 
tly re- 
eserves 
. 
pect to 
a haz- 
ce it is 
‘rnment 
“y mar- 
ld seem 
between 
to sug- 
e bond 
a slight 
yrs may 
longer 








7p tie 0 


Letters to the editor in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


ALLENTOWN, 


PA. 


THE EXCHANGE article in April, headed 
“Are Selected Common Stocks Cheap?” con- 
tained informative statistics; but I doubt 
whether cheapness or dearness is deter- 
mined by asset values of common stocks. A 
common stock is worth, at any moment, 
exactly what a buyer is willing to pay for 
it. Too many elements statistics 
of asset value enter into a buyer’s calcula- 
tions—and emotions—to impart a controlling 
weight to balance sheet figures. In an in- 
terval of feverish speculation, buyers, in my 
opinion and experience, pay little attention 
to assets—they are backing a belief that. 
whatever assets and earnings may be now 


besides 


or have been, someone will pay them more 
for their stock someday than they paid. 
PF. c.S: 


EVANSTON, ILL. 


Good work—that list of more than 200 
companies on the New York Stock Exchange 
which have paid dividends each year for 25 
years or longer. The pages have gone into 
my much-used file of facts of many kinds 
about securities, the same being my “balance 
wheel,” so to say, in making investments. 


P. AG ae 
RALEIGH, N. C. 


Investments in common stocks, which I 
have acquired advisedly after study of vari- 
ous investment media before venturing funds 
in any medium, have worked well for me 

and I consider dividends only a trifle 
more important than something else attached 
to ownership. I refer to the satisfaction 
felt in owning a part of great corporations, 
the certificates being of a quality, I think, to 
prevent my executor and heirs (long hence, 
I trust!) from raising their eyebrows in 
disdain when they see them. However, so 
often does an estate, and sometimes, a rather 


large one, disclose in the accounting a 
distressing exhibit of questionable securities 
that the public needs more than suggestions 
about ways to invest adequately. Your 
articles on averaging have made progress in 
this direction; but wouldn’t a discussion of 
simple investment principles be useful also? 


B.. T.. B: 


Epiror’s Note: The idea struck a_ receptive 
chord. Mr. B. T. D.’s thought is adopted in a 
discussion in this issue. 


DETROIT, MICH. 


The efforts of the New York Stock Ex- 
change to interest the “common man” in 
investing in the stocks of American busi- 
nesses are most commendable. This should 
lead to increasing harmony as, gradually, the 
This is for the 
benefit of our country. I sincerely hope that 
the many investment services that are hold- 
ing out hopes of speculative gains may not 
lure new “investors” who might be dis- 


workers become co-owners, 


illusioned later, thus causing resurgence of 
the belief that stocks are a pure gamble. 
Too, the advertising of high dividends may 
be a bad thing. An investor expecting 4 
per cent and getting 7 per cent has an en- 
tirely different feeling than one expecting 
10 per cent and getting 7 per cent, although 
the returns are the same. 


c. & F. 


Epiror’s Note: Mr. C. C. Y.’s reading of New 
York Stock Exchange advertisements apparently 
overlooked the reference to “yield” in regard to 
dividends. Yields have been referred to as high 
in contrast with certain past market periods. 
Dividends, except in particular cases among 
listed common stocks, are not high in dollars 
per share; their size in dollars per share is, 
broadly speaking, smaller than in the 1920's. 
Since that decade many corporations have split 
up their stocks, resulting in the division of earn- 
ings paid out among increased numbers of 
shares. 


NEW ¥ORBER CAtTtY 

Some day, when you have time, it 
would be interesting to compute a theoretical 
record of a “dollar averaged” account from 
some pre-war period when the Dow-Jones 
industrial average was about the same as 
now, and based upon stocks chosen at ran- 
dom from the New York Stock Exchange 
list. What I have in mind would be the 
selection, say, of every fiftieth stock of the 
list, alphabetically, and buying each stock 
once a year. I am confident that the results 
would be good any considerable 
period. even on such a basis. 


over 
R. BD. K. 


GLENDALE, CALIF. 


Until 1942 my income . . . permitted in- 
vestments, some of them in carefully chosen 
common stocks, about every quarter-year. 
Since income taxes rose so greatly, my sur- 
plus money from an income not much in- 
creased is shut off from investments. I 
would not draw a lesson from personal ex- 
perience in regard to the dull stock market, 
although many other people must be sim- 
ilarly affected by taxation. I would argue, 
however, that taxes plus high prices plus 
the many charitable or philanthropic appeals 
which are accepted by good citizens make a 
hard combination for the small investor in 
securities to beat. | ae 


TORONTO, ONT. 


The petroleum boom in western Canada 
should not escape THE EXCHANGE’s atten- 
tion. Some companies of the States are 
interested, more will be interested. 


J. McD. 


Eprtor’s Note: In due course, no doubt, cor- 
porations listed on the New York Stock Ex- 
change will discuss their participation in Cana- 
dian oil development in statistics, and these will 
be included in reports on 
Tue ExcHANceE publishes. 


earnings such as 





How many 


“second tncomes” 


On 


, a 


Be tical 
Wiley G. Warner, 111 Atkins, line 
foreman, bought stock of the public 
utility he works for. Year after year, 
his income from this stock, listed 
on the New York Stock Exchange, 
has averaged 6% or better. 


I. Richard Henny, salesman, with 
the postman who brings dividend 
checks to his home at 119 Atkins. 
The Henny’s income in 1948 from 
their shares listed on the New York 
Stock Exchange was 4%%. 


Fred Hauer, of 120 Atkins, is 
manager of manufacturing for the 
Hamilton Watch Company. He has 
common stock in six companies, 
listed on the Stock Exchange, which 
paid him between 6 and 8% in 1948. 


Atkins Ave.? 


Mrs. Fred C. Knauer, 133 Atkins, 
with her daughter. Mr. Knauer, an 
assistant sales manager, and his wife 
own several stocks listed on the 
New York Stock Exchange, which 
yielded them about 5% in 1948. 


L. F. Simmons, 122 Atkins, is a 
field engineer. For 20 years he has 
bought common stock in the com- 
pany he works for—one listed on the 
New York Stock Exchange. His 
shares in 1948 paid him about 7%. 


A case history 
of money at work... from one 
street in Lancaster, Pa. 


Twenty-three typically American families live on 
Atkins Avenue in the block between Elm and 
Elwood. 


They are thrifty people. Four-fifths of them own 
their own homes. They know the added security 
of savings in cash and U. S. Savings Bonds, of 
adequate insurance. And thirteen of these twenty- 
three families — more than half — have rounded 
out their plans for the future by putting their 
surplus funds to work .. . in dividend-paying 
common stocks. 


Thus thirteen families in this one block enjoy a 
“second income’”’ from their share in the profits of 
American industry. 


Like millions of other Americans, these people 
have found that many opportunities for extra in- 
come are open to the prudent, informed investor 

the investor who considers the risks as well as 
the rewards, and who bases his decisions on the 
facts which are available to all. 


In your consideration of the advantages of stock 
ownership, the nearest office of a Member Firm 
of the New York Stock Exchange—and there are 
1550 across the country—will welcome the oppor- 
tunity to serve you. 


Invest wisely...through a Member Firm of the 


New York Stock Exchange 








